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DEPARTMENT  OF  AGRICULTURE 

Agricultural  Marketing  Service 

Warehouse  Examination  Policy 

agency:  Agriculhiral  Marketing  Service, 
USDA. 

action:  Notice  of  request  for  comments 
agd  expressions  of  interest  in  a  model 
program. 

summary:  The  U.S.  Department  of 
Agriculhire  is  issuing  this  notice  (1)  to 
request  comments  on  the  development 
of  a  policy  whereby  the  Department 
may  share  its  examination  expertise  and 
responsibilities  under  provisions  of  the 
U.S.  Warehouse  Act  (7  U.S.C.  241]  with 
States  and  (2]  to  determine  interest  of 
States  to  enter  into  model  programs  for 
such  purposes. 

DATES:  Comments  and/or  expression  of 
interest  should  be  received  on  or  before 
May  12, 1980. 

ADDRESS:  Comments  and  expressions  of 
interest  should  be  sent  to  the  U.S. 
Department  of  Agriculture,  AMS, 
Warehouse  Division,  Chief,  Warehouse 
Development  Branch,  Washington,  D.C. 
20250.  All  responses  to  this  notice  will 
be  available  for  examination  at  the 
above  address  between  8:00  a.m.  and 
4:30  p.m.,  Monday  through  Friday.  Those 
desiring  notification  of  receipt  of 
comments  must  include  a  self-addressed 
stamped  postcard. 

FOR  FURTHER  INFORMATION  CONTACT: 

Dr.  Orval  Kerchner,  Chief,  Warehouse 
Development  Branch,  Warehouse 
Division,  AMS,  Washington,  D.C.  20250, 
202-447-3821.  Office  hours  are  from  8:00 
a.m.  to  4:30  p.m.,  Monday  through 
Friday. 

SUPPLEMENTAL  INFORMATION:  Under  the 
U.S.  Warehouse  Act  (7  U.S.C.  241)  the 
Secretary  is  authorized  "upon 
application  to  him  by  any  person 
applying  for  a  license  to  conduct  a 
warehouse  under  this  Act,  to  inspect 
such  warehouse  or  cause  it  to  be 
inspected;  at  any  time,  with  or  without 
application  to  him,  to  inspect  or  cause  to 
be  inspected  all  warehouses  licensed 
under  this  Act;  to  determine  whether 
warehouses  for  which  licenses  are 
applied  for  or  have  been  issued  under 
this  act  are  suitable  for  the  proper 
storage  of  any  agricultural  product  or 
products.”  (7  U.S.C.  243.) 

The  Act  is  a  permissive  statute, 
applying  only  to  those  warehousemen 
storing  agricultural  products  who 
voluntarily  file  an  application  with  the 
Secretary  of  Agricultiu*e  for  licensing; 
are  found  eligible  and  who  furnish  bond 
annually  for  continuation  of  their 
license.  The  Act  was  passed  by 


Congress  in  1916.  The  demand  for  the 
service  has  come  primarily  from  grain 
and  cotton  warehouses.  As  of 
September  30. 1979,  there  were  243 
cotton  warehouses  licensed  with  a  total 
storage  capacity  of  10,349,000  bales  and 
1,796  grain  warehouses  with  a  total 
storage  capacity  of  2,947,709,000 
bushels.  Products  stored  in  federally 
licensed  warehouses  are  owned  by 
hundreds  of  thousands  of  producers  and 
others,  many  of  whom  have  obtained 
loans  from  banks  throughout  the  country 
using  warehouse  receipts  as  collateral 
or  have  pledged  warehouse  receipts 
with  Commodity  Credit  Corporation  for 
Price  Support  loans. 

The  Secretary  in  administering  the 
Act  has  basic  concerns  that  the  licensed 
warehouseman  can  and  will  provide  a 
safe  storage  place,  gives  care  to  the 
commodity  while  in  storage,  maintains 
the  identical  commodity  in  storage  in 
the  case  of  identity  preserved  goods  and 
does  not  become  insolvent. 
Consequently,  a  major  thrust  of 
administering  the  Act  is  the  examination 
program:  (1)  The  original  examination  to 
determine  if  an  applicant  meets 
standards  for  licensing  and  can  and  will 
operate  his  facilities  to  conform  with 
requirements  of  the  Act  and  regulations. 

(2)  the  amendment  or  modification 
examination  to  reflect  changes  in  the 
operation  or  operating  entity  and  (3)  the 
subsequent,  continuing  periodic  and 
unannounced  examinations  to 
determine  if  the  warehouseman  is 
fulfilling  his  obligations  under  the  Act. 
These  are  the  heart  and  backbone  of  the 
Federal  system — the  focal  point  of 
regulatory  activities.  To  this  time  all 
such  examinations  have  been  made  by 
Federal  employees  or  Federal 
collaborators  experienced  and  trained  in 
all  phases  of  the  examination  work. 
Administrators  of  the  Act  pioneered  in 
the  development  of  a  reliable, 
expeditious  system  and  procedure  for 
such  examinations. 

A  number  of  States  have  somewhat 
similar  laws  and  make  like 
examinations.  Recently,  some  of  these 
States  have  indicated  an  interest  in 
assuming  the  examination  function  at 
warehouses  licensed  under  the  Act  and 
located  in  their  State.  Other  States  are 
considering  or  have  recently  entered 
into  the  field  of  warehouseman  and/or 
dealer  regulation  and  have  expressed  an 
interest  in  sharing  such  responsibilities 
pursuant  to  development  of  a  viable 
administrative  and  examining  program. 

I.  Request  for  Comments 

Where  State  examiners  would  replace 
Federal  personnel  in  making 
examinations  at  warehouses  licensed 
under  the  U.S.  Warehouse  Act.  the 


Department  must  consider  the  propriety, 
advisability,  and  impact  on  the 
warehouse  industry  of  entering  into  a 
program  and  the  effect  such  a  change  in 
policy  might  have  on  present  and 
prospective  licensees,  and  acceptance  of 
Federal  receipts  for  trading  and 
collateral  purposes.  Producers, 
Warehouse  Act  licensed  and  non- 
licensed  warehouse  operators, 
merchandisers,  processors,  exporters, 
importers,  bankers,  and  other  interested  ' 
individuals  and  groups  are  invited  to 
submit  comments  and  views  on  this 
significant  change  in  policy. 

n.  State  Proposals  for  Model  Program 

The  feasibility  of  sharing  U.S. 
Warehouse  Act  examination  functions 
with  States  is  unknown.  To  test  the 
applicability  of  such  a  policy  the 
Department  is  seeking  proposals  from 
States  who  are  interested  in  joining 
USDA  in  pilot  projects.  These  could  take 
the  form  of  Federal-State  marketing 
improvement  projects.  The  Federal-State 
marketing  improvement  program  is 
designed  to  improve  the  efficiency  of 
marketing  farm  products  through  joint 
Federal-State  efforts.  Projects  approved 
benefit  the  better  marketing  of  farm 
products.  The  safety  of  producers  in 
storing  and  selling  Uieir  products  is  an 
important  link  in  the  orderly  marketing 
process.  If  approved,  warehouses  nov«r 
licensed  or  applying  for  license  under 
the  Act  in  some  States  would  be 
examined  by  State  personnel  rather 
than  Federal  personnel.  In  other  States 
Federal  examiners  would  work  with  and 
train  State  personnel  to  make  such 
examinations  at  both  Federal  and  State 
licensed  warehouses. 

A.  Some  States  have  laws  similar  to 
the  U.S.  Warehouse  Act  and  currently 
carry  out  similar  examination  functions. 
The  U.S.  Department  of  Agriculture 
invites  States  who  would  be  interested 
in  assuming  the  Federal  examining 
function  on  a  prototype  basis  to  submit 
a  statement  of  interest.  While  no  set 
form  is  required,  requests  for 
consideration  must  be  accompanied  by 
facts  and  data  which  will  demonstrate 
that  such  State: 

(1)  Now  and  has  for  an  appreciable 
period  administered  a  similar  law; 

(2)  Will  agree  to  have  its  staff  cross- 
trained  in  requirements  of  the  Federal 
law  and  regulations.  Federal  examining 
techniques  and  skills  and  use  federally 
approved  forms, 

(3)  Will  agree  that  the  Federal 
examination  will  suffice  for  all  State 
purposes  as  well  as  Federal,  and 

(4)  Will  conform  to  operating 
procedures  and  Federal  liaison  and 
oversight  as  determined  by  the 
Secretary. 
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B.  Some  States  have  little  or  no 
experience  in  the  held  of  warehouse 
relations  but  are  interested  in 
improving  or  initiating  a  viable' 
examination  program.  States  desiring 
Federal  assistance  in  developing  a 
progressive  program  need  only  make  a 
statement  of  interest  and  need  deOning 
their  area  of  responsibility.  Such 
statements  should  outline  the  States’ 
objectives  and  indicate  the  nature  and  . 
size  of  the  anticipated  program.  In  either 
case,  (A  or  B),  States  should  bear  in 
mind  that  the  Secretary  cannot  waive  or 
impair  the  exclusive  power,  jurisdiction 
and  authority  over  licensees  conferred 
on  him  by  the  U.S.  Warehouse  Act  and 
that  warehousemen  licensed  under  that 
Act  can  be  required  to  perform  only  in 
accordance  with  that  Act  and 
regulations. 

Dated:  March  7, 1980. 

William  T.  Manley, 

Deputy  Administrator,  Marketing  Program 
Operations. 

(FR  Doc.  80-7664  Filed  3-11-80;  8:45  am] 
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